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Subsidiaries of Giffen Industries, Inc. 


October 23, 1968 


TO MY FELLOW STOCKHOLDERS: 
It is a pleasure for me to report our activities for the 
year just ended. 

Sales for the year ended June 30, 1968 were 
$62,335,472 and net earnings were $2,837,828, 
equal to $1.33 per share reflecting the distribution 
in July, 1968 of two additional shares for each share 
then outstanding. 

These figures include the results of companies 
heretofore acquired by Giffen on a ‘pooling-of- 
interests’ basis. Per share earnings have been calcu- 
lated on an average of 2,141,385 shares outstanding 
for the year. 

1967 results, restated to reflect the inclusion of 
1968 acquisitions on a ‘pooling-of-interests’ basis, 
show sales at $41,521,278 and earnings of 
$1,891,693, or $.96 per share on an average of 
1,967,052 shares outstanding. 


“our efforts are directed toward the formation of a National Distribution Division...” 


| would like to tell you about Giffen Industries as 
it is today. Giffen is now engaged in a number of 
businesses which comprise the following four main 
Divisions: 
1. National Distribution 
2. Recreation—Leisure Time 
3. Specialized Manufacturing 
4. Contracting—Service 
Through our National Distribution Division, we 
are attempting to develop a national marketing and 
merchandising system with particular emphasis on 
the residential and home furnishings market. The 
product lines of this Division include carpeting, 
Carpet installation materials and accessories, resilient 
floorings, plastic laminates (both sheet stock and 
fabricated goods), metal moldings, extrusions, 
tubings, sink rims, home and marine hardware, 
adhesives, finishes and tapes. 
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At present, these products are usually merchan- 
dised by small independent distributors. In contrast, 
our efforts are directed toward the formation of a 
National Distribution Division which seeks to achieve 
a significant penetration of this market by product 
lines. The management strategy in this Division 
utilizes a national Buying Power Index or B. P. I., 
developed by Sales Management Magazine, which 
considers the market qualitatively as well as quan- 
titatively. Using B. P. |. as a guide, Division manage- 
ment develops sales goals and quotas, estimates 
inventory requirements and physical needs and plans 
future expansion areas. 

The Giffen National Distribution Division is com- 
posed of Atlantic Distributors, Inc., nine branches 
(Southeast), L. D. Brinkman and Co., seven branches 
(Southwest), Walter E. Selck and Co., Inc. and 
D. A. Smith Company, four branches (Middle West), 
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the Hillsman Companies, four branches (Middle 
Atlantic), New York Metal Moulding and Affiliates 
(Philadelphia trading area), and A. L. Greenbaum 
Company (Los Angeles trading area) and A. L. 
Greenbaum Company and Affiliates (Las Vegas, 
Nevada). At present, this Division serves areas repre- 
senting about 30% of the national B. P. |., and we are 
constantly studying opportunities to expand into 
other areas. 

The management of this Division is headed by 
Lloyd D. Brinkman, Executive Vice President and 
three area Vice Presidents. The area Vice President 
is a ‘manager of managers’ and is solely responsible 
for the profit performance and potential in his area. 
The area Vice President also directs the training 
program whereby branch managers are expected to 
develop qualified future managers from within our 
company to augment our expansion program. 


Our Distribution Division sells to retailers, sub- 
distributors and manufacturers. Typical customers 
include department stores, furniture stores, hardware 
and building supply outlets, flooring specialties stores 
and paint stores. Our manufacturing customers in- 
clude mobile home and travel trailer manufacturers, 
boat manufacturers, furniture and cabinet makers. 
We are attempting to build our services and product 
lines around the needs of these customer groups 
and to be sensitive to their immediate and future 
demands. We plan to expand the use of our IBM 360 
computer to help us improve control of inventory, pur- 
chasing, personnel direction, credit and collections. 

Monroe L. Cooperman, Executive Vice President 
and our Chief Operations Officer, is in charge of 
other corporate operations, including three manu- 
facturing operations directly related to the Giffen 
National Distribution Division: Burgess Tapes, Lami- 
nated Plastics and Walter E. Selck Manufacturing 
Division. 


“It is our firm policy... that acquisition be the servant of operations...” 


Burgess Tapes represents one of the most promis- 
ing Opportunities in the entire Giffen organization. 
Burgess Tapes manufactures a patented’ thermo- 
plastic carpet seaming tape. Giffen-Burgess Corp., 
a wholly owned subsidiary of Giffen Industries, Inc., 
is the owner of the patents, the first of which was 
granted on September 3, 1968. The tape, together 
with the Burgess iron, which is also covered by a 
patent”, make up the Burgess carpet seaming sys- 
tem. We believe that it offers the following sig- 
nificant advantages over the previous methods of 
carpet seaming: 

1. Improved ability to match patterns because 

seaming is done with the carpet face up. 

2. Stronger seams. 

3. Substantial reduction in the time necessary for 

seaming, thereby cutting installation costs. 


*Patent Number 3,400,038 
**Patent Number 3,400,245 
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4. Carpet can be stretched within five to ten 

minutes after seaming. 

An estimated 25% of the carpet installation in- 
dustry is already using the type of tape produced by 
Burgess. In view of the growth of the carpet industry, 
it is possible that Burgess could become a highly 
significant part of our business. 

An action has been instituted by one of Burgess’ 
competitors concerning the validity of the tape 
patent. Giffen is defending this action and intends to 
take appropriate measures to uphold the validity of 
the patent and enforce its rights thereunder. 

Laminated Plastics manufactures high pressure 
laminated products for kitchen cabinets, counter and 
vanity components, window sills and also honey- 
comb plastic ceilings. Laminated’s product line will 
be utilized by our National Distribution Division. 

Walter E. Selck Company, in addition to its dis- 


tribution activities, is a manufacturer of stainless 
steel and aluminum sink rims and supplies 3,000 
independent plumbing distributors throughout the 
United States. 

The Giffen Recreation-Leisure Time Division, also 
the responsibility of our Chief Operations Officer, 
consists of the following subsidiaries: 

1. Prest-Wheel, Inc., South Grafton and Oxford, 

Massachusetts, and Parker, Arizona. 

2. Aluminum Boats and Canoes, Inc., and 
Entreprises Lionel, Inc., both of Princeville, 
Quebec, Canada. 

3. Industries Bouchard, Inc., La Pocatiere, Quebec, 
Canada. 

4. K. Gimbel Accessories, Inc., New York City. 

Prest-Wheel manufactures aluminum furniture. It 
is a fully integrated producer, manufacturing its own 
polypropylene plastic fiber from which it weaves the 
finished webbing for its chairs and lounges. From 
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aluminum coil it produces continuous welded tubing. 
Finally, it manufactures polyurethane foam which Is 
used to make carpet underlay material, chair batting 
and finished plastic foam products. An expansion of 
Prest-Wheel’s capacity, to enable it to become one 
of the suppliers to our Distribution Division and to 
other national accounts, is already under way on 
the Indian Reservation at Parker, Arizona. This facility 
will serve the Western United States market area. 

Aluminum Boats and Canoes, Inc., is the largest 
manufacturer of fiberglas and aluminum pleasure 
craft in Canada. The boats are marketed under the 
trade names ‘Princecraft’ and ‘Peterborough’. Alumi- 
num Boats also fabricates out of fiberglas, com- 
ponents for snowmobiles, golf carts and camping 
equipment trade named ‘Voyageur.’ Its subsidiary, 
Entreprises Lionel, manufactures ‘Sno-Prince’ snow- 
mobiles with more than 50% of its sales in the United 
States. 


a Company such as ours fs, after all, a ‘people business’... 
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Industries Bouchard, Inc. manufactures ‘Moto- 
Ski’ snowmobiles in a modern facility near Quebec, 
Canada. Bouchard sells 60% of its output in the 
United States. 

K. Gimbel Accessories, Inc. imports luggage and 
accessories manufactured primarily in the Far East. 
The manufacturing and import sources of the Gimbel 
Company will be utilized by the Giffen National 
Distribution Division which, in turn, could add sig- 
nificantly to Giffen’s marketing potential. 

Our third area of operations is in the field of 
Specialized Manufacture. Our subsidiaries produce 
precision gears and parts, electronic equipment and 
electric components for the aerospace and defense 
industries. The three companies which comprise 
this Division are Space Industries, Inc., Electronic 
Engineering Corporation and Bardeen Manufacturing 
Company. 


Our fourth Division, Contracting-Service, is princi- 
pally composed of Giffen Roofing Company, from 
which today’s Giffen Industries has evolved. Giffen 
Roofing is one of the largest roofing and deck 
contractors in the Southeast and continues to be a 
consistent contributor to corporate profits. 

The expansion of Giffen Industries during the past 
fiscal year is the result of both internal growth and 
an aggressive acquisition program. The acquisition 
phase of our business is extremely important. Thomas 
J. Hennesy, Executive Vice President and Chief 
Acquisition Officer, carries this corporate responsi- 
bility. It is our firm policy, however, that acquisition 
be the servant of operations. Once an acquisition is 
completed, we endeavor to quickly and effectively 
blend it into the Giffen corporate sphere and control 
and operate the acquired company in harmony with 
existing management. Therefore, our operations de- 
partment has veto power on all acquisition activity. 


The three Executive Vice Presidents report directly 
to me and, together with other members of our staff, 
we form an Executive Committee which constantly 
reviews the operational phase of our business as 
well as examines and explores new areas of corpo- 
rate Opportunity. 

During the past year, we have been fortunate in 
attracting a number of talented and resourceful 
people to the ranks of our management team. They 
are creative people who accept change readily. They 
recognize that a company such as ours is, after all, 
a ‘people business’ and can adjust quickly to new 
concepts and new strategies. Our acquisitions have 
also contributed a group of successful top and 
middle-management executives who are accustomed 
to challenge and responsibility. 

After all, it is in the attraction and retention of 
such people, that the future of Giffen Industries rests. 


Chairman of the Board and President 
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GIFFEN INDUSTRIES, INC. AND SUBSIDIARIES 
Consolidated Balance Sheet, June 30, 1968 (Note 1) 


ASSETS 
CURRENT ASSETS: 
OSs lola Punnett ea ease) PINE ed Rs Re Seana ey SRA Sa cu aR MD) NEL | Siar Ca ieee $ 2,645,917 
Trade accounts receivable (less allowance for doubtful accounts of $581,111) (Note 4)............... 10,450,697 
Inventories (Notes 2 and 4): 
Raw, materialsscn nes ea in gn Gc a ee eran eeee tay OBIS Cetieny ape yere. au $ 2,826,899 
WOtK=IMsDIOGTESS eae iat Rat TES 8 OUT aetahie a ea eae apy NITE GQ ee ROU ee eutiat se reereN rs 1,725,924 
FintShed!GOOdS Hae acai at i, cence ee ude ee none ake Sigiper va ee mn CRN ean eee 11,768,066 
Total inventories eh a cet Ce OU Se aes Mr Nae kc ear eae eer Te Nae gh ce me ees 16,320,889 
Stock. subscriptions receivabie (paid in. July and August). 022502 2 ee ee; 1,315,000 
Prepaldvexpensess 2 cara a SS Ee RI Ua ea Sie eaeei ue eiieelne tas Wal ere pty eset 281,267 
Othericurrent receivables. sar hie CE ei kei eet en a aie Menahem: pe cata huge 307,666 
WotalsGurrent:aSsSetsra oa ee IN Sia 65 ua ae a reo ey is) ean ice eee ei tae ay eevee a 2 31,321,436 


M@ PROPERTY, PLANT AND EQUIPMENT-—AT COST (Notes 3 and 4): 


Landiandiland: improvementss. co sive eee a 246,025 

STa] (olla e ae See ae Aaa iymy ACN ener wh Ui Mc sme A mod cab ia rst Wke iteanc MOU MNC HL ey oie h aM GN ona iki 1,855,588 

Machinery and equipmentiins2 8 vn Pe ener eee Tt Ts oe tae ieee 4,624,385 

AutOMmODIles aAnGetTUGKS Ao tame e i a Leis aa) ee Vata ae Aen sates ae a gb tea Tas 959,449 

FPUPITETE ARG TIKIUP ES Cai Seis teat aa Nae URE Sr Gt oe tae at a ay Ur eet ee aera 661,429 

Eeaseholdtimoporovementsy auc tian wiles a ulonivew auareheek ache y es camel ns Meena Rule eee Cee pu 625,304 
Te teal eG Mee ee ee hg A Ms TRG OU ala A a a ALOU nae alate Me 8,972,180 

Less accumulated depreciation and amortization............ 000 c eee eee e eee eas 3,343,383 
Property,:plantiand:equipments-netes tana un milyene wntomeneiuruao a Menu Ua tue ae cia etnies ue 5,628,797 


mi OTHER ASSETS: 


Excess of cost over net assets of purchased subsidiaries—net (Note 1)................ 66,335 
Patent applications—at cost (patents granted in September 1968).................... 279,146 
Cash'surrender value ofinsurance-onotficers lives. vais ato tenis eee gave 152,104 
Nonzcurrent/receivablesin’)reiwanete ie vist aaicea tala eae cert aie Ia Rt ana OaE angie ya 312,876 
DepesitssanGOotheraven Gu ens cue rapa ene en yeaten atin tor ds Roa VN Tidal Mth ne Non eeu A Cera Gu Ma ruCh Nicaea a 318,704 
POta OUNSASSETS siete occas wiih a eyjele neta shed ta ta are REN oa Ct thai ulaE Na oan aCoaed LEMME GST UN A yinecgtr cal toy arene ti 1,129,165 
A BOLE | irueliathmcin PathsaaMirnn 4 Meaty tt Ca eAPANBI | iain a SRAM Mn AA YS NAMI aI GRR PEE atin omen MME NEEM SEGA Ritts DTH $38,079,398 


The accompanying notes are an integral part of this Statement. 


GIFFEN INDUSTRIES, INC. AND SUBSIDIARIES 
Consolidated Balance Sheet, June 30, 1968 (Note 1) 


LIABILITIES 


@M CURRENT LIABILITIES: 
Notes payable (Note 4): 


The accompanying notes are an integral part of this Statement. 


Culrentamaturities oflongeterm debt 5 ou coun eeetta tn ty ad nee ot ete ea ea icy Man Cl tila $ 1,319,856 
EEN 4 celal RR Per SR ToS eRe MELA IN Seibel Melbeas dake gh Hun Least aamrOh 7s ts ASSES AMRUT RSE Ne ATUL Ei Gat a 2,100,132 
OU IETaey See nese ceed beta pc aae rh Mies «dees Saree mem coe Nes Cee Suns h 00 Ts tata Atak ac Gy oi ony eee en MAAC eNO Rag EN 2,188,959 
TAGE BECOUNTS DAV Ab Ow Sart au a eter ess tay ARO RE ime Te nese ase nepae TE Oat gee ene oU Mee ee haat pes Te Tan AN UAL t, 10,706,812 
Federalangsotate INCOMeG:taXeS ashe a. Rum alae vente, Uitte cau icc caiman ie eada epee ANTS ene eT, 2,827,402 
Accrued liabilities: 
PLODGITY ANG DAVrOlltaNeSin ha en Aes mchcuneuaan e cuentzol nel usb eeneny Rese en chee atin aathts Ay RDSTMTHE, en wi 342,954 
Salaries WaGes-dhdh-GOMIMISSIONS nasi Hs ba 5 ways eee eee Hecieanite “wae nites Gein, Sas sea austria Maines s MSE EIA 428,781 
RECTOR OSL eee iat eae hae et nee coe Dee Gare ee Ce SP hati aee Pc Na. cies OLR, perianal CAN ina tune ate ut 5267.2 
FROValteS aca ceccn yeas ncateeacc pret aes i ATE on ha aber dasaticia eed SAS aM Ure Rese ae eaten tm, Sie a MR Te Mg ae 17,353 
OPH OrACUELON TAD We Sie sec oer ee a aie carte etn civamsigal Sey cldss <i et cae Ce EC nN ov ice amie doppia sre cane 333,270 
OLACUTTONE IAD ILIGS cco eee tons pec oe ae orca ie ce ce Slo CR Nae tle Moanin Je Digs ed 20,318,191 
BSPONGAFERMZDEBTANOte A) areca slut Mr iccalenlbeedeuaicr eta’ sate thus iarlnay alysis a pear raeoae Mua ENN Ligeti aie 4,667,067 
Me DEFERRED VINCOMENTARES coerce ichen Gr imentanne ce Warne oeat eat dea penal Niall SRNR cue SO. coment ust Ulan ht Rete c 38,358 
BSMINORITY CEN TERES Tagen corse arn eae ierre tone) eile atret Sus cats Aeon niet Ucauiwar ma su Miysadls cath eeakuiay ane alae anes coyeharl dhe g 34,704 
mW COMMITMENTS AND CONTINGENCIES (Note 5) 
M STOCKHOLDERS’ EQUITY: 
Preferred stock, authorized 2,500,000 shares, $1.00 par value—issued none. 
Common stock, authorized 5,000,000 shares, $1.00 par value—issued 2,497,788 shares of 
which 82,896 shares are held in the treasury (Note 6). .................0-020e-ss $ 2,497,788 
Pais ineapitala is ace poe reeks MNS ak garg es MITE Crane ars Meals ete na Cuan men aRtasE ty ale atk eeret 4,033,766 
RStAIM ECG ANIMIMGS shiv cau stea os veils ale elea eli octane <otiers Sages Vea dol ie UometeStao ee etna nC Peboai Maa TA er _ 6,987,618 
A Ueli:] Coreen ete RO Re awe PL Gem het, eninge his). Bia rite, ct eats AvtpCep eee Sareea terse 13,519,172 
less 82.896 shares, of treasury StoCcK—at COSt. i556 3s ais rime sylteesi es sie > ye a nye ___ 498,094 
Total stockholders: CqUity:s 0 cscnee cute matte at oae eit ise senha Rue aMenial ay ede ei tin ae ie haem eee ota ss 13,021,078 
Wo} 2] NDS a ESR SEC Foard S ome td aaN ETA, OM ISMOR RH Prkw Ay uma ise aN eNO e an eirre oleae, oe ees $38,079,398 
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GIFFEN INDUSTRIES, INC. AND SUBSIDIARIES 


Statement of Consolidated Income 
For The Two Years Ended June 30, 1968 


SALES: 
CONSTRUCTOR ese ec es ea eae a Aa ter eer maatle te adie NAS Nies outst Cum amen iG 
DESTHTDU RIOR oes ee oe ee LS eR Eel ata paces nhs mere ANE sr tt Nts Us eR ta gr a ratte iaitey 


Marital arin saci pein Goren se ie ere ee ea aaa sean iL ON eee anteletee ot try ictaaneaty jacks axial naralice 
TOTAL SALES eae ROG ae Neca kane Nears pane renee astAees nt a SMC o EARN Veer’ Sucre ch anne Sina tee 


COST OF: SALES: 
GORSPUCTIOR He ee ee UNE eet To res AAU teats meena Min Sok on a uieal ac ata aC A Are ene 
B ESTEE ERIE aps he ea Re CE AOR Tota ae acta etn rams cae aint pate Aee va ananrm asa eee 


Miantitactringiiic fie oe ae a a eee beret aie es Raat ore oaasar cap aeng nan C IAL ie ata 
LOA COST ORV SIAL ES ee me a ees Ae im asin tie caine kay at au mea aah 


GROSS PROELT S30 2h 4 te ee Oa eke eke ON a eel i CN Senin se nel aan caer, ang 
SELLING AND GENERAL AND ADMINISTRATIVE EXPENSES. 20-2... . 700. ces 
OPERATING INCOM Bien sc iat Os gis ee hie oe Clone Uta mover aye Wn lect ie sunpe wake oe ety 


OTHER INCOME (EXPENSE): 


INEGLESTE ANC ORIG scarey oi eee SE ee Dict eo as mn oe ML ote ee eae 
REMTAIS Ob ie ake iia ne cone Re Na la aCe eee eaten tea Cant rth uri! CUR tars er 
Commissions and settlements with suppliers (Note 7) .. 2.2... 00... 00... eee eee 
Miscellanecus... sonics net. oc ea eee Sie Se eee ee ee 
MINOTIRVATIATELOSE chs Bite gee Bans ee Se Ish Mr ee ae a area nen cr eC ea tane enue 

TOTAL OTHER? INCOME (EXPENSE) care ee ee 


l INCOME BEFORE INCOME TAXES AND EXTRAORDINARY ITEM.................... 


PROVISION FOR INCOME TAXES: 
Current (NOtI2 aaa fe ies eee De Nk aan apo cudac iery SO pne eeneree Maat Ge 
Deferred inc Ue when ee eae. Caco Mier oan Net BOAta Gh SL AION AZo) emaarrsite vate) SMU IMO ure ele Coat 


INCOME IBERORE cEXERAORDINAR WA TEM cases he. tei sche oc, MO ie te a ee 


REDUCTION IN FEDERAL INCOME TAXES RESULTING FROM LOSS CARRYFORWARDS 


NETRING OM Bae Wein, Wabnuirsonermne as anh aiaicene Sune aeauly ion uryoa nye lit are Sy Sh Causiok a Me Neal cn aL 


Based on average number of shares of common stock outstanding (adjusted for stock issued for 


pooling acquisitions and stock distribution (Notes 1 and 6): 
Average ntmnber-of shares outstanding wens wun cues cats, ve cher Gor ete es ee eee 


Per share: 
lncome before extraordinary item a. ciao. edie ae es We ie ees Oe ae 
EXxtraorcinaryoiteny ay sec, eect oiame cect ane Nee nec ce anRL Nt ee aucites ais eau Sree NGA ae ee aM et 


INGTHINGORIG Basie ciaicat cet oer aan oo ste GAC apts pee Nevisea) alc eerie nedlat aie Neate is UA oe eal 


The accompanying notes are an integral part of this Statement. 


Fiscal Year Ended (Note 1) 


1968 


$ 4,745,858 


1967 


$ 4,857,825 


37,823,075 21,926,091 
19,766,539 14,737,362 
62,335,472 41,521,278 
4,201,747. 4,258,380 
28,812,035 17,078,013 
13,535,210 10,826,409 
46,548,992 32,162,802 
15,786,480 9,358,476 
9,902,232 5,881,370 
5,884,248 3,477,106 
58,132 37,903 
4,037 48,283 
182,258 24,782 
143,745 66,754 
(14,334) i 
373,838 477,722 
6,258,086 3,654,828 
38,790 28,072 
= 1,551 
537,044 316,343 
575,834 345,966 
5,682,252 3,308,862 
2,893,322 1,520,138 
9,474 18,450 
2.902,796 1,538,588 
2,779,456 1,770,274 
58,372 121,419 
$ 2,837,828 $ 1,891,693 
2,141,385 1,967,052 
$1.30 $ .90 
03 06 
$1.33 $ 96 


GIFFEN INDUSTRIES, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements for the Year Ended June 30, 1968 


In addition to the above, in May, 1966 options to purchase 60,000 shares at $1.50 per 
share were granted to officers and directors, in April, 1967 options to purchase 9,000 


Option Price (Market shares at $4.08 per share were granted to the former owner of an acquired subsidiary and 
Value on Date Granted) in December 1967 options to purchase 3,000 shares at $7.67 per share were granted to 
Number : the former owner of another acquired subsidiary. The aforementioned option prices were 
Date Granted of Shares Per Share Aggregate approximately at the market value at the date of grant. Options at $4.08 per share for 
First Plan: 2,850 shares to the former owner of an acquired subsidiary were exercised during the 
MayVi27 OSGi velthin sare 7,500 ee py: $ 10,625 year ended June 30, 1968. Aggregate option price and market value at date exercised 
Apr 20st S67 ise tice as 48,000 4.33 208,000 were $11,638 and $114,000, respectively. 
October 25/1967. 22520. 5 o 1,500 8.33 12,500 During the year ended June 30, 1967 warrants for 150,000 shares at $.67 per share and 
February 14,1968.......... 3,000 10.50 31,500 90,000 shares at prices ranging from $2 to $4 per share were issued in connection with 
Second Plan: agreements for financial consulting and advisory services and a loan commitment. The 
October 25, 1967.......... 12,300 8.33 102,500 warrants for the 90,000 shares were exercised in June, 1967 at$2 pershare, 60,000 of the 
February 14,1968.......... 9,600 10.50 100,800 $.67 warrants were exercised in June, 1968 and the remaining 90,000 were exercised 
February 19, 1968.......... 45,000 11.50 517,500 subsequent to June 30, 1968. 
att] lan oy ic he ets pete eacae oe a eg 10,800 14.67 158,400 The aggregate shares reserved for stock options, warrants, conversions and contingent 
Mayite (S68 eo 5,400 20.00 108,000 issues are summarized as follows: 
May27 F968 cho oo keen 3,000 26.67 80,000 Stock option plans for officers and directors... ...........-25 206,400 
Mayis0y 1968) fos oe oak 16,200 30.00 486,000 oe OOULOTS eA OUNer oye enna vans in cial'y! bev eite Bau atate mh iene lniela tes 69,150 
ES aan . DAR ADR BROT ah ins unl tiene ee GLa. 5 ai pal device gat NEIL REG ad aS ees cote dt RRL 90,000 
PORN e eg aitn ie Se <= Dbehatatss els sypee Debenture.canversiofiace twa ae waka cs oe a eatin Grate «ora 56,250 
Options which became exercisable to June 30, 1968: Contingent issuances based on future earnings of acquired 
Market Value at GUDSIGLAN Sievers tere \ Herat Felons vamcbanel ole eadieata teal er reusteeeta ok 257,289 
Year Number Option Price Date Exercisable etal) cuanto! i al Ra aes 679,089 
June 30 of Shares Per Share Aggregate Per Stare Agaragate If shares for the above were issued at the dates the options, warrants and debentures 
ee tree ee es f Hine Ms bears ie fides were issued and if shares were issued under the earnings contingencies, no dilution in 
adie a ark’ ara. a Zz -4, Fi e F n in m rsh 
een 38,550 4.33-8.33 228500 8.33-23.33 567,400 coledive li ite dal ont atsne tremely ante 8h 


7. SETTLEMENTS WITH SUPPLIERS 

During the year ended June 30, 1968, two of the subsidiaries of L. D. Brinkman 
& Co. terminated their distributor agreements with a supplier; the companies’ liability to 
the supplier was settled through a mutual release of indebtedness aggregating $299,650. 
A portion of this settlement was applied retroactively to prior years, principally as a 
reduction to cost of sales ($61,211 in 1965, $43,534 in 1966, and $63,267 in 1967). 
In 1968 the portion of this settlement ($79,365) representing damages is included in 
other income. 


Options for 3,600 shares were exercised during 1968 at an aggregate option price of 
$5,100 ($1.42 per share); aggregate market value on the dates exercised was $99,700 
($11 to $43 per share). The excess of the option price over the par value of the common 
stock has been credited to paid-in capital. 

Options outstanding at June 30, 1968: Option Price 

and Market Value 
at Date Granted 


Date Granted ueahae Per Share Aggregate 8. PREST-WHEEL, INC. INVENTORIES 
=a adatel acts buena en mieneer ihe : Prest-Wheel, Inc., at dates prior to June 30, 1968, determined its inventories on an 
May 27,1966...............4. 3,990 $ 1.42 $ 5,525 estimated basis without physical count of quantities. Inventories used in determining 
ADHIZOMUIG Tt eae Leer tudes 48,000 4.33 208,000 cost of sales are as follows: 1968 1967 
Octobaneo vwOGovece sets hie. 13,800 8.33 115,000 LS ie = Lavetesh 
February 14). 196803 2. ee eed 12,600 10.50 132,300 Beginning inventory........... $1,463,917 $ 956,998 
Bepruary 19 1968s we ak eas 45,000 11.50 517,500 Cost of materials, 
ores e deat tenet ener 1 eae pees Nicans labor and overhead........ 3,853,749 4,501,745 

BY AON IGS se ik ies chicmlyes ‘ : ‘ ase ea 
Msp et 196 Piet exes kt 3,000 26.67 80,000 TOtah ee eee ee 5,317,666 5,458,743 
Mar SOMISGRiier itm aii: 16,200 30.00 486,000 Less ending inventory......... 1,865,939 1,463,917 

TOES ch tea aE Nh tlh Ol 158,700 $1,81 0,725 Costiafisaless ance toas ahs seke ae $3,451,727 $3,994,826 


Opinion of Independent Public Accountants 


Giffen !ndustries, Inc.: 


We have examined the consolidated balance sheet of Giffen Industries, Inc. as of June 30, 1968 and the related statements 
of consolidated income, paid-in capital and retained earnings for the year then ended which include companies acquired in 
purchase and pooling of interest transactions as explained in Note 1 to the Consolidated Financial Statements. Our examination 
was made in accordance with generally accepted auditing standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances, except as set forth in the next 
paragraph. As to certain companies acquired in purchase and pooling of interest transactions and included in the aforementioned 
financial statements, we were furnished with the reports of other accountants on their examinations; the statements examined 
by other accountants relate to approximately 17% of the total assets, 34% of sales and 59% of net income. 

At dates prior to June 30, 1968, inventories were determined by Prest-Wheel, Inc. on an estimated basis without physical 
count. We were not engaged as auditors of that subsidiary until June 1968 and are not able to satisfy ourselves concerning 
such inventories as of June 30, 1967; the amounts thereof are set forth in Note 8 to the Consolidated Financial Statements. 
Accordingly we do not express an opinion as to such inventories, the amounts of which enter into the determination of results 
of operations for the year ended June 30, 1968. 

In our opinion, based on our examination and the reports of other accountants referred to above, the accompanying financial 
statements present fairly the financial position of the companies at June 30, 1968 and, except for any adjustment which would 
be required because of the matter discussed in the preceding paragraph, the results of their operations for the year then ended, 
in conformity with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


Miami, Florida HASKINS & SELLS 


September 26, 1968 


GIFFEN INDUSTRIES, INC. AND SUBSIDIARIES 


Statements of Consolidated Paid-in Capital and Retained Earnings 


For The Two Years Ended June 30, 1968 


PAID-IN CAPITAL 


Balance atcbeginninG On Demon cee eer e a Ne ay ee RC TNS Ue ene ae tails er 
Excess of proceeds over par value of common stock sold... ee 
Excess of fair value over par value of common stock issued in purchase acquisitions........... 
Excess of proceeds over Costof treasury, Sold hae eo eee a 
Contribution by stockholders of pooled subsidiary prior to acquisition... ......0........0... 
Amount transferred to common stock in connection with stock distribution (Note 6).......... 
Balancevat-end Of DeriOdymcumerae me wie yt oa mein Nai Gas Zama een aS Iya por erase, ral ayaa a emeae ONES 


RETAINED EARNINGS 


Less: 
1968 operations of certain acquired subsidiaries not included in statement of income (Note 1) 
Bividendstor pooled SubSICianesinus jas arese wrist anit ia Cae eae ee ener cy Roomate oe Denese dD ATE 
Distributions by Subchapter S companies prior to pooling less Federal income tax adjust- 
ment made in Statement of Consolidated Income (Note 2)....... 0.0 .0..0-.00.0... 
Balance atichconDelodianwuianunesenamen waco nna nucle (clan eye amination NiGcc Zen Ne GeBe ann sie” OSA Y TAT) CQls gE Cae SLURS QTE 


The accompanying notes are an integral part of these Statements. 


Fiscal Year Ended 


1968 1967 
$ 900,188 $ 747,331 
2,358,088 151,266 
1,793,365 a 

— 1,591 

647,317 — 
(1,865,192) 
$4,033,766 $900,188 
$4,460,573 $2,641,275 
2,837,828 1,891,693 
7,298,401 4,532,968 

(25,509) ic 

(19,840) (11,040) 
(265,434) __ (61,355) 
$6,987,618 $4,460,573 


GIFFEN INDUSTRIES, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements for the Year Ended June 30, 1968 


1. BASIS OF ACCOUNTING 

The consolidated financial statements include all majority-owned subsidiaries of 
Giffen Industries, Inc., all of which are wholly-owned except Walter E. Selck and Co. and 
subsidiaries which is 99%-owned. All material inter-company transactions and profits 
have been eliminated. 

The statement of consolidated income includes operations of the following businesses 
acquired during the period covered by the statement (all are 100%-owned except 
as indicated): 

Date of 
Business Acquired Acquisition 
Purchase accounting basis: 


Atlantic Aluminum and Distributors, Inc... April 1966 
Space Industries: Ines; seh onic hie ue April 1967 
Fred Warnock Forde: oi iieide sn 5 eoneoriane July 1967 


BUrGOSSeLADES MING, sic, cha ces iiae aoa ere eile October 1967 

Walter E. Selck and Co. and subsidiaries 
(OSE OWNEG in cer oo aceon ie, wacom April-May 1968 

Fiscal Year Basis 

included in Statements of 


Consolidated Income 


Pooling of interests accounting basis: 


Bardeen Manufacturing Company, Inc..... June 30th July 1967 
PrestevVineetain denis ces: «1; cece pus, cmalene secs June 30th (1) September 1968 
L. D. Brinkman & Co. and subsidiaries. ... June 30th June 1968 
Electronic Engineering Corp............ March 31st (2) August 1968 
Laminated Plastics, InGiii as anu coke ew « September 30th (3) August 1968 
Aluminum Boats & Canoes, Inc. and subsid- 

iary, Entreprises Lionel, Inc.......... December 31st (4) August 1968 
Ks Gimbeli:Accessories, Ine. 0) aie skye. xs April 30th July 1968 
A. L. Greenbaum Company of Nevada and 

CLBLLTES LES egy errs Depo aie ti OO March 31st September 1968 
A. L. Greenbaum Company............. October 31st (6) September 1968 
Hillsman Company, Inc. and affiliates... .. June 30th September 1968 
New York Metal Moulding, Inc.......... December 31st (5) August 1968 
Nychrome: Corporationz . ..j ie 8 July 31st August 1968 
Allegheny Floor Products Corporation..... July 31st August 1968 
Industries Bouchard, Inc............... April 30th September 1968 
Dp Ananth COMpPAN Voie ai ieis © cis ss als December 31st (5) September 1968 


(1) Company on December 31st fiscal year; operations have been restated to 
June 30th basis. 

(2) 1968 includes fifteen months ended June 30, 1968; additional three months 
has no material effect. 

(3) 1968 includes nine months ended June 30, 1968; omission of the three 
months has no material effect. 

(4) Operations of Aluminum Boats & Canoes, Inc. and subsidiary for the five 
months ended May 31, 1968 are not included in the statement of consolidated 
income although the consolidated balance sheet includes such companies as of 
May 31, 1968; operations for this period show a loss of $25,509. 

(5) 1968 includes seven months ended July 31, 1968; omission of the five 
months has no material effect. 

(6) 1968 includes nine months ended July 31, 1968; omission of three months 
has no material effect. 

These companies are included in the accompanying consolidated balance sheet on 
the basis of June 30, 1968 financial position except as follows: 

March 31,1968 —A. L. Greenbaum Company of Nevada and affiliate 


April 30, 1968 —-K. Gimbel Accessories, Inc. 

Industries Bouchard, Inc. 
May 31, 1968 —Aluminum Boats & Canoes, Inc. and subsidiary 
July 31, 1968 —Nychrome Corporation 


Allgeheny Floor Products Corporation 
New York Metal Moulding, Inc. 
D. A. Smith Company 
A. L. Greenbaum Company 
The excess of cost over net assets of purchased subsidiaries—net is an intangible asset 
having no determinable limited term of existence and, accordingly, is not being amortized. 
Three of the subsidiary companies operate in Canada. As to the accounts of these 
companies, generally net current assets were translated at the rate of exchange prevailing 
at the date of the balance sheet; other assets and liabilities at rates as of dates of origin; 
and net income items (other than depreciation) at the average rate of exchange for the 
year. Such translation has resulted in no material unrealized exchange gains or losses. 


2. TAXES 

Certain of the companies acquired on a pooling of interests basis have had tax status 
as Subchapter S corporations whereby the income or losses of the companies are taxable 
to the shareholders rather than such taxes being paid by the corporation. Effect has been 
given in the provision for taxes to the amounts that would have been paid by the com- 
panies had such Subchapter S status not existed with the related reduction or increase 
in taxes resulting from the Subchapter S status applied to Subchapter S distributions 
charged to retained earnings. 
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Separate tax returns filed by the various companies produce a tax provision » 
varies from that obtained by applying norma! corporate tax rates to consolidated inc 
before taxes. Amounts of investment tax credits are not material. 

3. PROPERTY, PLANT AND EQUIPMENT 

Depreciation of property is provided, on straight-line and declining balance met! 

over the estimated useful life of the assets as follows: 


LANG ADIOVEMEIES 717) sie iam winueiame renege teatime bs 10-25 years 
BB NTA AGS 6 3Sc eral hited spent Wace eda papi eA Ries Zatreenee sy aot teen 5-33 years 
Machinery and equipment. .................5. 2-20 years 
Automobilessand: trUGKS2 slime wicca nek lace 2- 5 years 
FOMtuTe- and fixturesie: oro kid pe nsmnne colic ene acai 3-10 years 


Leasehold:improvementss 2c) Pees Life of lease 
Maintenance, repairs and minor renewals are charged to income as incurred, Reney 
and betterments, which materially increase the value of the property, ere capita’ 
When equipment is sold, or otherwise disposed of, the cost thereof and related acc: 
lated depreciation are removed from the respective accounts and resulting ca: 
losses are reflected in income. 
Depreciation expense is $698,261 and $465,590 for 1968 and 1967, respects 


4, LONG-TERM DEBT 
Long-term debt at June 30, 1968 consists of the following: 
Convertible debentures 6%, convertible into common 
stock at $6.67 per share through June, 1972..... 


$ 375,000 


Mortgage notes payable 6-7%%................ 1,103.388 
Notes payable—bank 6-10% (see below)......... 3,413,153 
Other—at various interest rates up to 14%......... 1,095,382 
otaliibareene ish eeiounueg siren a 6,986,923 
Less icurrentimatunitiesidcan sistas aminrataiy aalave 1,319,856 
Loh Caer Slionge Hr Wan enn aN UE, eLti $4,667,067 


r 


Included in notes payable—bank is $2,500,000 for which Gulf Life Insurance Co 
is committed to purchase such amount from the banks by April 30, 1969 and, uoo: 
purchase, to enter into a Loan Agreement with the Company whereby the loan 
amortized over a fifteen-year period. Based on the aforementioned, no part 
$2,500,000 is included in current liabilities. 

Under various lending arrangements, portions of the trade accounts receiy 
inventories and property, plant and equipment are pledged as collateral. 


5. COMMITMENTS AND CONTINGENT LIABILITIES 

The Company and its subsidiaries are lessees under various long-term lease 
ments on real property expiring at various dates to the year 2050. The minimum ar 
rentals under these leases aggregate approximately $900,000. 

The Internal Revenue Service has proposed deficiencies in Federal income tax: 
one of the purchased subsidiaries for the years 1958 through 1965. The amount : 
potential liability (exclusive of interest) in excess of the amount reserved for such ° 
is approximately $570,000. This proposed deficiency is being contested in the tax 
of the United States and counsel is of the opinion that the chance of eliminat i 
substantial part of the deficiency is favorable. Since such deficiency relates to per 
prior to purchase of this subsidiary, any assessments which might be sustained 
adjust the purchase price and would not affect operations. 

An action has been instituted in the United States District Court for the Distr 
Delaware by one of Burgess’ competitors against Giffen-Burgess Corp. seeking, an 
other relief, a declaratory judgment that the patent issued in respect of Burgess t« 
invalid. Giffen intends to defend such action and take all other appropriate acti 
order to uphold the validity of the patent and enforce its rights thereunder. There 
assurance that Giffen will be successful in any such actions. 

Under existing employment agreements and other arrangements, the Compa 
obligated to pay compensation at an annual rate in the aggregate amount of $450.C 
plus additional amounts based upon earnings. 


6. CAPITAL SHARES 

Subsequent to June 30, 1968 a distribution to stockholders was made of two suc 
tional shares for each one share of common stock of the Company owned. This che 
is reflected retroactively in the financial statements and in the information contains: 
in this Note. 

At June 30, 1968 206,400 shares of the common stock of the Company are reserved 
for two stock option plans for officers and employees. 

Under the stock option plans, options may be granted at not less than 100% of the fa" 
market value of the stock on the grant date. Under the first plan options are exercisabie a: 
determined by the stock option committee at the grant date but not less than afte! 
least one year of continued employment prior to the exercise of such option. Opto: 
under the first plan for all shares (60,000) had been granted by February 14, 1968. Unser 
the second plan options are exercisable as determined by the stock option committce 
at the grant date but not less than after six months continued employment and not less 
than six months from the date of grant. All options expire five years from the date of 
grant unless the committee fixes a shorter period and no option may be exercised unt! 
all options of an earlier date granted at a higher option price shall have been exercised 
in full or expired. Information with respect to stock options is summarized as follows 

Options granted to June 30, 1968: 
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|. NATIONAL DISTRIBUTION DIVISION 
A. Warehousing and Distributing Companies 


ATLANTIC DISTRIBUTORS, INC. 

FLORIDA— Miami, Orlando, Tampa, 
Jacksonville, Fort Lauderdale 

GEORGIA—Atlanta (2) 

LOUISIANA—New Orleans, Lafayette 


L.D. BRINKMAN AND CO. 
TEXAS— Dallas, Houston, 

San Antonio, Lubbock, Arlington 
LOUISIANA— Shreveport 
OKLAHOMA— Oklahoma City 


WALTER E. SELCK AND COMPANY, INC. 
ILLINO!S—Chicago 

MINNESOTA— Minneapolis 

MISSOURI—St. Louis 


D. A. SMITH COMPANY 
MISSOURI—Kansas City 


HILLSMAN COMPANIES 
VIRGINIA—Norfolk, Richmond 
GEORGIA—Atlanta 

NORTH CAROLINA—Charlotte 


NEW YORK METAL MOULDING 
AND AFFILIATES 
PENNSYLVANIA— Philadelphia 


A. L. GREENBAUM COMPANY 
CALIFORNIA—Los Angeles 


A. L. GREENBAUM COMPANY 


AND AFFILIATES 
NEVADA—Las Vegas 


B. Manufacturing Companies 


BURGESS TAPES 
GEORGIA—Macon 


LAMINATED PLASTICS, INC. 
MISSOURI —St. Louis 


WALTER E. SELCK, 


MANUFACTURING DIVISION 
ILLINOIS— Chicago 


il. RECREATION-LEISURE TIME DIVISION 


PREST-WHEEL, INC. 
MASSACHUSETTS—South Grafton, Oxford 
ARIZONA— Parker 


ALUMINUM BOATS AND CANOES, INC. 
AND ENTREPRISES LIONEL, INC. 
QUEBEC PROV., CANADA—Princeville 


INDUSTRIES BOUCHARD, INC. 
QUEBEC PROV., CANADA—La Pocatiere 


K. GIMIBEL ACCESSORIES, INC. 
NEW YORK—New York City 


Il. SPECIALIZED MANUFACTURING DIVISION 


SPACE INDUSTRIES, INC. 
FLORIDA—Miami 


ELECTRONIC ENGINEERING 
CORPORATION 
FLORIDA—Opa-locka 


BARDEEN MANUFACTURING 
COMPANY 
GEORGIA—Warner-Robins 


IV. CONTRACTING—SERVICE DIVISION 


GIFFEN ROOFING COMPANY 
FLORIDA—Miami, Cocoa, Jacksonville, Tampa 


PRODUCED BY WOODY KEPNER ASSOCIATES, MIAMI 
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D. A. SMITH COMPANY 
MISSOURI—Kansee City 
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AND AFFILIATES 
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MANUFACTURING DIVISION 
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|, RECREATION-LEISURE TIME DIVISION 


PREST-WHEEL, INC. 
MASSACHUSETTS—South Grafton, Oxford 
ARIZONA—Parker 


ALUMINUM BOATS AND CANOES, INC. 
AND ENTREPRISES LIONEL, INC. 
QUEBEC PROV., CANADA—Princeville 


INDUSTRIES BOUCHARD, INC. 
QUEBEC PROV., CANADA—La Pocatiere 


K. GIMBEL ACCESSORIES, INC. 
NEW YORK—New York City 


i). SPECIALIZED MANUFACTURING DIVISION 


SPACE INDUSTRIES, INC. 
FLORIDA—Miami 


ELECTRONIC ENGINEERING 
CORPORATION 
FLORIDA—Opa-locka 


BARDEEN MANUFACTURING 
COMPANY 
GEORGIA—Warner- Robins 


IV. CONTRACTING—SERVICE DIVISION 


GIFFEN ROOFING COMPANY 
FLORIDA—Miami, Cocoa, Jacksonville, Tampa 
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